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Docket No. RE-00000A-07-0608

IN THE MATTER OF THE
PROPOSED NET METERING ARIZONA PUBLIC SERVICE COMPANY’S
RULES FOR THE PROPOSED WRITTEN COMMENTS ON NOTICE OF
RULEMAKING ON NET PROPOSED RULEMAKING REGARDING
METERING NET METERING

Arizona Public Service Company (“APS” or the “Company”) hereby submits
written Comments to the Arizona Corporation Commission (“Commission” or “ACC”) on
the Commission’s Notice of Proposed Rulemaking Regarding Net Metering. APS’
comments will address the following issues:

1. Combined Heat and Power (“CHP”) facilities, as proposed and included in
the definition of Net Metering Facility must be limited to renewable resources;

2. IF CHP is expanded to include non-renewable fuels, CHP systems must
meet the efficiency standards of Qualified Facilities as defined under Public Utility
Regulatory Policies Act of 1978 (PURPA™).

L. Introduction. ’

On January 4, 2008, APS filed Comments in response to Staff’s Request for
Written Comments to Proposed Net Metering Rules. On February 1, 2008, Staff revised
the Proposed Net Metering Rules, incorporating many of the corhments of the interested
parties. On February 12, 2008, APS filed comments to Staff’s Revised Draft of Proposed
Net Metering Rules. On February 21, 2008, Staff filed a Proposed Net Metering Order
and the Proposed Net Metering Rules. On March 6, 2008, APS filed Comments to
Proposed Order for the Proposed Rulemaking Regarding Net Metering. On March 20,
2008, the Commission issued Decision No. 70194 ordering the ACC Staff to prepare a
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Notice of Proposed Rulemaking to adopt Net Metering Rules, A.A.C. 14-2-2301 through
R14-2-2308 (“Proposed Net Metering Rules”).

On March 28, 2008, a Procedural Order was issued in this matter scheduling an
oral proceeding to obtain public comments for June 5, 2008. The Procedural Order also
requested interested parties file initial written comments on or before May 19, 2008.

II.  Written Comments on Proposed Net Metering Rules

APS supports a properly designed net metering program. By properly designed,
APS means a program that (1) encourages distributed renewable generation; and (2)

allows recovery of costs to provide service.

1. Net Metering Facilities should be limited to renewable
generation.

Because the Proposed Net Metering Rules should be designed and developed to
promote renewable resources, APS continues to oppose the definition of CHP as proposed
and included in the definition of Net Metering Facility pursuant to R-14-2-2302.M.3,
because it would also allow for the subsidization of non-renewable energy (e.g. natural
gas, diesel') under the guise of net metering. This would be contrary to the usual intent
and purpose of net metering, which is to promote the use of renewable resources.

In fact, at the March 11, 2008 Open Meeting; several Commissioners specifically
identified the promotion of renewable resources as the driver for promulgating the
Proposed Net Metering Rules. Commissioner Mayes indicated that net metering is “an
absolutely critical tool in the toolbox for solar energy development in the state of Arizona.
And 1 think it will, you know, serve to make renewable energy more accessible to
Arizonans.” (Tr. at 209 [Commissioner Mayes]). Commissioner Hatch-Miller recognized
that “access to renewable power supplies and systems is not enough by itself. You have to
have the ability to hook that renewable power system up to the utility grid as a whole. So

this  takes us that next step.” (Tr. at 209-210 [Commissioner Hatch-Miller]).

! APS is not proposing that this exclusion apply to facilities used for emergency purposes, i.e. in
hospitals or for military bases.
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Commissioner Mundell stated that “this is a major step forward for Arizona. We have
worked hard on this, and I think it again puts us on the cutting edge when it comes to
encouraging the use of renewable energy.” (Tr. at 209-210 [Commissioner Mundell]).

In recognition of the Commission’s stated intent that the purpose of net metering is
to encourage the development and use of renewable energy, APS continues to recommend
that the Commission adopt the definition of Renewable Combined Heat and Power
(“RCHP”) as previously approved by the Commission under the REST, RI4-2-
1802(B)(5), which defines RCHP as: «. . . a Distributed Generation system, fueled by an
Eligible Renewable Energy Resource, that produces both electricity and useful renewable
process heat.” APS has attached a redline copy of R14-2-2302.D. that incorporates this
modification. (Attachment A).

2. If Net Metering Facilities also include non- -renewable fueled CHP
facilities, at a minimum, such facilities must be required to meet the
efficiency standards of Qualified Facilities as defined under PURPA.

If it is the Commission’s desire to include non-renewable fueled CHP facilities, it
is the Company’s recommendation that these systems at least be required to megt the
minimum efficiency standards of Qualified Facilities as defined by PURPA under 18
C.F.R. § 292.205. (A copy of C.F.R. § 292.205 is attached as Exhibit 1). It makes little

public policy sense to subsidize non-renewable distributed generation that is less efficient

than the utility-owned generation it would displace. APS has attached a redline copy of]

R14-2-2302.D. that incorporates this modification. (Attachment B).
RESPECTFULLY submitted this 19th _day of May, 2008.

PINNACLE WEST CAPITA
Law Department
By:

as L Mumaw
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ORIGINAL and thirteen (13)
1% pies of the foregoing filed this
" day of March, 2008 with:

Arizona Corporation Commission
Docket Control-Utilities Division
1200 West Washington Street
Phoenix, Arizona 85007

Parties of Record per attached list

SNELL & WILMER L.L.P.

Robert J. Metli

Attorneys for Arizona Public Service Company




Copies of the foregoing mailed or emailed
This 19th day of May, 2008 to:

Mr. Jeff Schlegel

Sweep

1167 W. Samalayuca Drive
Tucson, Arizona 85704

Mr. Robert Annan

Annan Group

6605 East Evening Glow
Scottsdale, Arizona 85262

Mr. David Berry

Western Resource Advocates
PO Box 1064

Scottsdale, Arizona 85252

Mr. Eric C. Guidry

Western Resource Advocates
2260 Baseline, Suite 200
Boulder, Colorado 80302

Mr. C. Webb Crockett

Mr. Patrick J Black

Fennemore Craig

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012

Mr. Andrew Bettwy
Southwest Gas Corporation
5421 Spring Mountain Road
Las Vegas, Nevada 89102

Mr. Michael Patten

Ms. Laura Sixkiller

Roshka Dewulf & Patten

One Arizona Center

400 East Van Buren Street, Ste. 800
Phoenix, Arizona 85004

Mr. Dave Couture

Tucson Electric Power Company
Post Office Box 711

Tucson, Arizona 85702

Mr. Jerry Payne

Cooperative International Forestry
333 Broadway S.E.

Albuquerque, New Mexico 87102

Mr. Brian Hageman

Ms. Caren Peckerman

Mr. Richard Briul

Deluge, Inc.

4116 East Superior Avenue, Suite D3
Phoenix, Arizona 85040

Mr. Scott S. Wakefield

Mr. Stephen Ahearn

RUCO

1110 West Washington Street, Suite 100
Phoenix, Arizona 85007

Mr. John Wallace

Grand Canyon State Electric Cooperative
Association, Inc.

120 North 44™ Street, Suite 100

Phoenix, Arizona 85034

Ms. Jana Brandt

Ms. Kelly Barr

Salt River Project

Post Office Box 52025, MS PAB221
Phoenix, Arizona 85072

Mr. Gary Mirich

Energy Strategies

One North Central Avenue, Suite 1120
Phoenix, Arizona 85004

Ms. Amy LeGere
4850 Reata Road
Flagstaff, Arizona 86004

Mr. Cohn Murchie
Solar Energy Industries
ASSOCIATION

805 15" N.W., #510
Washington, DC 20005



Mr. Adam Browning

The Vote Solar Initative

182-2 Street, Suite 400

San Francisco, California 94105

Mr. Aaron Stallings

Mohave Electric Cooperative
Post Office Box 1045

~ Bullhead City, Arizona 86430

Ms. Valerie Rauluk

Greater Tucson Coalition for Solar Energy
Post Office Box 42708

Tucson, Arizona 85733

E-01025A

Ajo Improvement Company
PO Drawer 9

Ajo, AZ 85321

E-01773A

Arizona Electric Power Cooperative, Inc.
PO Box 670

Benson, AZ 85602

E-01851A

Columbus Electric Cooperative, Inc.
PO Box 631

Deming, NM 88031

E-01703A

Duncan Valley Electric Cooperative, Inc.
PO Box 440

Ducan, AZ 85534

E-01891A

Garkane Energy Cooperative, Inc.
PO Box 465

Loa, UT 84747

E-03660A

KWH Metering, LLC
7409 Country Club Dr.
Pinetop, AZ 85935

E-01049A

Morenci Water and Electric Company
PO Box 68

Morenci, AZ 85540

E-03661A

APS Energy Services Company, Inc.
400 E. Van Buren St. Ste. 750
Phoenix, AZ 85004

E-02044A |
Dixie-Escalante Rural Electric

Association, Inc.

71 E. Highway 56

Beryl, UT 84714-5197

E-03614A

Eastern Competitive Solutions, Inc
2712 N. 7" St.

Phoenix, AZ 85006

E-01749A

Graham Country Electric Cooperative, Inc.
PO Drawer B

Pima, AZ 85543

E-01750A

Mohave Electric Cooperative, Inc.
PO Box 1045

Bullhead City, AZ 86430

E-01787A

Navopache Electric Cooperative, Inc.
1878 W. White Mountain Blvd
Lakeside, AZ 85929

E-03869A

PDM Energy, L.L.C.
One North Central Ave
Phoenix, AZ 85004

E-01575A

Sulphur Springs Valley Electric
Cooperative, Inc.

PO Box 820

Wilcox, AZ 85644



E-01933A

Tucson Electric Power Company
Atten: Karen Kissinger

PO Box 711, MS OH-203
Tucson, AZ 85702

E-03964A

Sempra Energy Solutions
101 Ash Street

San Diego, CA 92101

E-01461A

Trico Electric Cooperative, Inc.
PO Box 930

Marana, AZ 85653

E-04204A

UNS Electric Inc.

Atten: Karen Kissinger
PO Box 711, MS OH-203
Tucson, AZ 85702

Mr. Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Mr. Christopher C. Kempley
Chief, Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Ms. Lyn Farmer

Chief, Hearing Division

1200 West Washington Street
Phoenix, AZ 85007

Lina, Jossir—



Attachment A




Attachment A

R14-2-2302. Definitions

For purposes of this Article, the following definitions apply unless the context requires otherwise:

A. "Avoided Costs” means the incremental costs to an Electric Utility for electric energy or
capacity or both which, but for the purchase from the net metering facility, such utility would
generate itself or purchase from another source.

B. "Biomass” means any raw or processed plant-derived organic matter available on a renewable
basis, including dedicated energy crops and trees; agricultural food and feed crops; agricultural
crop wastes and residues; wood wastes and residues, including landscape waste, right of way
tree trimmings, or small diameter forest thinnings that are 12 inch in diameter or less; dead and
downed forest products; aquatic plants; animal wastes; other vegetative waste materials; non-
hazardous plant matter waste material that is segregated from other waste; forest related
resources such as harvesting and mill residue, pre-commercial thinnings, slash and brush;
miscellaneous waste such as waste pellets, crates, and dunnage; or recycled paper fibers that
are no longer suitable for recycled paper production, but not including painted, treated or
pressurized wood, wood contaminated with plastics or metals, tires or recyclable post-
consumer waste paper. ‘

C. "Biogas" means gases that are derived from plant-derived organic matter, agricultural food and
feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes or waste water
treatment facilities using anaerobic digestion or from municipal solid waste through a digester

process, an oxidation process or other gasification process.
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means the Arizona Corporation Commission.

E. "Electric Utility" or "Utility" means an electric distribution company that constructs, operates,
and maintains the electrical distribution system for the receipt and/or delivery of power.

F. "Electric Utility Customer" or “Customer" means an end-use retail Customer served under a
Utility's rate schedule.

G. "Fuel Cell" means a device that converts the chemical energy of a fuel directly into electricity
without intermediate combustion or thermal cycles. For purposes of these Net Metering rules,
the source of the chemical reaction must be derived from Renewable Resources.

H. “Geothermal" means heat from within the earth's surface.

I. "Hydroelectric" means the kinetic energy derived from moving water.

J.  "Net Metering" means service to an Electric Utility Customer under which electric energy
generated by or on behalf of that Electric Utility Customer from a Net Metering Facility and
delivered to the Utility's local distribution facilities may be used to offset electric energy
provided by the Electric Utility to the Electric Utility Customer during the applicable billing
period.

K. "Net Metering Customer" means any Arizona Customer who chooses to take electric service in
the manner described in the definition of Net Metering above, and under the Net Metering
tariff, as described in R14-2-2307.

L. "Net Metering Facility" means a facility for the production of electricity that:

1. Is operated by or on behalf of a Net Metering Customer and is located on the Net
Metering Customer’s premises.

2. Is intended primarily to provide part or all of the Net Metering Customer's requirements
for electricity;

3. Uses Renewable Resources, a Fuel Cell, or CHRPRCHP to generate electricity;

4. Has a generating capacity less than or equal to 125% of the Net Metering Customer's
total connected load, or in the absence of customer load data, capacity less than or equal
to the Customer’s electric service drop capacity; and
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5. Is interconnected with and can operate in parallel and in phase with an Electric Utility's
existing distribution system.

"Renewable Resources" means natural resources that can be replenished rapidly by natural

processes. Renewable Resources include Biogas, Biomass, Geothermal, Hydroelectric, Solar,

or Wind.

"RCHP" or "Renewable Combined Heat and Power" (also known as cogeneration) means a

distributed generation system, fueled by an Fligible Renewable Energy Resource, that

produces both electricity and useful renewable process heat. Qualifying RCHP systems shall

meet _all PURPA efficiency and effective utilization of heat production standards for a

Qualifying Facility certification as set forth in 18 C.F.R § 292.205.

"Solar" means solar radiation or heat from the Earth's Sun that produces electricity from a

device or system designed for that purpose.

"Wind" means energy derived from wind movement across the Earth's surface that produces

electricity from a device or system designed for that purpose.
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Attachment B

R14-2-2302. Definitions

For purposes of this Article, the following definitions apply unless the context requires otherwise:

A. "Avoided Costs” means the incremental costs to an Electric Utility for electric energy or
capacity or both which, but for the purchase from the net metering facility, such utility would
generate itself or purchase from another source.

B. "Biomass” means any raw or processed plant-derived organic matter available on a renewable
basis, including dedicated energy crops and trees; agricultural food and feed crops; agricultural
crop wastes and residues; wood wastes and residues, including landscape waste, right of way
tree trimmings, or small diameter forest thinnings that are 12 inch in diameter or less; dead and
downed forest products; aquatic plants; animal wastes; other vegetative waste materials; non-
hazardous plant matter waste material that is segregated from other waste; forest related
resources such as harvesting and mill residue, pre-commercial thinnings, slash and brush;
miscellaneous waste such as waste pellets, crates, and dunnage; or recycled paper fibers that
are no longer suitable for recycled paper production, but not including painted, treated or
pressurized wood, wood contaminated with plastics or metals, tires or recyclable post-
consumer waste paper.

C. "Biogas" means gases that are derived from plant-derived organic matter, agricultural food and
feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes or waste water
treatment facilities using anaerobic digestion or from municipal solid waste through a digester
process, an oxidation process or other gasification process.

D. “Combined Heat and Power” of “CHP” (also known as cogeneration) means a system that
generates electricity and useful thermal energy in a single, integrated system. "Commission"
means the Arizona Corporation Commission._Qualifying CHP systems shall meet all PURPA
efficiency and effective utilization of heat production standards for a Qualifying Facility
certification as set forth in 18 C.F.R § 292.205 as promulgated at the time these rules go into
effect.

E. "Electric Utility" or "Utility" means an electric distribution company that constructs, operates,

and maintains the electrical distribution system for the receipt and/or delivery of power.

F. "Electric Utility Customer” or “Customer" means an end-use retail Customer served under a
Utility's rate schedule.

G. "Fuel Cell" means a device that converts the chemical energy of a fuel directly into electricity
without intermediate combustion or thermal cycles. For purposes of these Net Metering rules,
the source of the chemical reaction must be derived from Renewable Resources.

H. “Geothermal”" means heat from within the earth's surface.

I. "Hydroelectric" means the kinetic energy derived from moving water.

J. "Net Metering" means service to an Electric Utility Customer under which electric energy
generated by or on behalf of that Electric Utility Customer from a Net Metering Facility and
delivered to the Utility's local distribution facilities may be used to offset electric energy
provided by the Electric Utility to the Electric Utility Customer during the applicable billing
period.

K. "Net Metering Customer" means any Arizona Customer who chooses to take electric service in
the manner described in the definition of Net Metering above, and under the Net Metering
tariff, as described in R14-2-2307.

L. "Net Metering Facility" means a facility for the production of electricity that:

1. Is operated by or on behalf of a Net Metering Customer and is located on the Net
Metering Customer’s premises.

2. Is intended primarily to provide part or all of the Net Metering Customer's requirements
for electricity;

3.  Uses Renewable Resources, a Fuel Cell, or CHP to generate electricity;
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4.  Has a generating capacity less than or equal to 125% of the Net Metering Customet's
total connected load, or in the absence of customer load data, capacity less than or equal
to the Customer’s electric service drop capacity; and
5. Is interconnected with and can operate in parallel and in phase with an Electric Utility's
existing distribution system.
"Renewable Resources” means natural resources that can be replenished rapidly by natural
processes. Renewable Resources include Biogas, Biomass, Geothermal, Hydroelectric, Solar,
or Wind.
"Solar" means solar radiation or heat from the Earth's Sun that produces electricity from a
device or system designed for that purpose.
"Wind" means energy derived from wind movement across the Earth's surface that produces
electricity from a device or system designed for that purpose.
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18 C.F.R. § 292.205

C
Effective: March 17, 2006

Code of Federal Regulations Currentness
Title 18. Conservation of Power and Water Re-
sources
Chapter 1. Federal Energy Regulatory Commis-
sion, Department of Energy :
Subchapter K. Regulations Under The Public
Utility Regulatory Policies Act of 1978
~g Part 292. Regulations Under Sections
201 and 210 of the Public Utility Regulat-
ory Policies Act of 1978 with Regard to
Small Power Production and Cogeneration.
(Refs & Annos)
~g Subpart B. Qualifying Cogeneration
and Small Power Production Facilities
(Refs & Annos)

=§ 292.205 Criteria for qualifying
cogeneration facilities.

(a) Operating and efficiency standards for topping-
cycle facilities--

(1) Operating standard. For any topping-cycle
cogeneration facility, the useful thermal energy
output of the facility must be no less than 5
percent of the total energy output during the
12-month period beginning with the date the
facility first produces electric energy, and any
calendar year subsequent to the year in which
the facility first produces electric energy.

(2) Efficiency standard.

(i) For any topping-cycle cogeneration facility
for which any of the energy input is natural gas
or oil, and the installation of which began on or
after March 13, 1980, the useful power output
of the facility plus one-half the useful thermal
energy output, during the 12-month period be-
ginning with the date the facility first produces
electric enmergy, and any calendar year sub-
sequent to the year in which the facility first

Page 1

produces electric energy, must:

(A) Subject to paragraph (a)(2)(iXB) of
this section be no less than 42.5 percent of
the total energy input of natural gas and oil
to the facility; or

(B) If the useful thermal energy output is
less than 15 percent of the total energy out-
put of the facility, be no less than 45 per-
cent of the total energy input of natural gas
and oil to the facility.

(ii) For any topping-cycle cogeneration facility
not subject to paragraph (a)(2)(i) of this section
there is no efficiency standard.

(b) Efficiency standards for bottoming-cycle facilit-
ies.

(1) For any bottoming-cycle cogeneration facil-
ity for which any of the energy input as supple-
mentary firing is natural’ gas or oil, and the in-
stallation of which began on or after March 13,
1980, the useful power output of the facility
during the 12-month period beginning with the
date the facility first produces electric energy,
and any calendar year subsequent to the year in
which the facility first produces electric energy
must be no less than 45 percent of the energy
input of natural gas and oil for supplementary
firing.

(2) For any bottoming-cycle cogeneration facil-
ity not covered by paragraph (b)(1) of this sec-
tion, there is no efficiency standard.

(c) Waiver. The Commission may waive any of the
requirements of paragraphs (a) and (b) of this sec-
tion upon a showing that the facility will produce
significant energy savings.

(d) Criteria for new cogeneration facilities. Not-
withstanding paragraphs (a) and (b) of this section,
any cogeneration facility that was either not certi-

© 2008 Thomson Reuters/West. No Claim to Orig. US Gov. Works.



18 C.F.R. § 292.205

fied as a qualifying cogeneration facility on or be-
fore August 8, 2005, or that had not filed a notice
of self-certification, self-recertification or an ap-
plication for Commission certification or Commis-
sion recertification as a qualifying cogeneration fa-
cility under § 292.207 of this chapter prior to Feb-
ruary 2, 2006, and which is seeking to sell electric
energy pursuant to section 210 of the Public Utility
Regulatory Policies Act of 1978, 16 U.S.C. 824a-1,
must also show:

(1) The thermal energy output of the cogenera-
tion facility is used in a productive and benefi-
cial manner; and

(2) The electrical, thermal, chemical and mech-
anical output of the cogeneration facility is
used fundamentally for industrial, commercial,
residential or institutional purposes and is not
intended fundamentally for sale to an electric
utility, taking into account technological, effi-
ciency, economic, and variable thermal energy
requirements, as well as state laws applicable
to sales of electric energy from a qualifying fa-
cility to its host facility.

(3) Fundamental use test. For the purposes of
satisfying paragraph (d)(2) of this section, the
electrical, thermal, chemical and mechanical
output of the cogeneration facility will be con-
sidered used fundamentally for industrial, com-
mercial, or institutional purposes and not inten-
ded fundamentally for sale to an electric utility
if at least SO percent of the aggregate of such
output, on an annual basis, is used for industri-
al, commercial, residential or institutional pur-
poses. In addition, applicants for facilities that
do not meet this safe harbor standard may
present evidence to the Commission that the fa-
cilities should nevertheless be certified given
state laws applicable to sales of electric energy
or unique technological, efficiency, economic,
and variable thermal energy requirements.

(4) For purposes of paragraphs (d)(1) and
(d)(2) of this section, a new cogeneration facil-

ity of 5 MW or smaller will be presumed to sat-
isfy the requirements of those paragraphs.

(5) For purposes of paragraph (d)(1) of this
section, where a thermal host existed prior to
the development of a new cogeneration facility
whose thermal output will supplant the thermal
source previously in use by the thermal host,
the thermal output of such new cogeneration
facility will be presumed to satisfy the require-
ments of paragraph (d)(1).

[52 FR 28467, July 30, 1987; 60 FR 4857, Jan. 25,
1995; Order 671, 71 FR 7868, Feb. 15, 2006]

SOURCE: 44 FR 65746, Nov. 15, 1979; 45 FR
17972, March 20, 1980; 50 FR 40358, Oct. 3, 1985;
52 FR 5280, Feb. 20, 1987; 52 FR 28467, July 30,
1987; 53 FR 15381, April 29, 1988; 53 FR 27002,
July 18, 1988; 53 FR 40724, Oct. 18, 1988; 57 FR
21734, May 22, 1992; 60 FR 4856, Jan. 25, 1995,
unless otherwise noted.

AUTHORITY: 16 U.S.C. 791a-825r, 2601-2645;
31 US.C. 9701; 42 U.S.C. 7101-7352,; Public
Utility Regulatory Policies Act of 1978, (16 U.S.C.
2601, et seq.), Energy Supply and Environmental
Coordination Act, (15 U.8.C. 791 et seq.), Federal
Power Act, as amended, (16 U.S.C. 792, et seq.),
Department of Energy Organization Act, (42 U.S.C.
7101 et seq.), E.O. 12009, 42 FR 46267, Natural
Gas Policy Act of 1978, (15 U.S.C. 3301, et seq.),
unless otherwise noted.

18 C.F. R. § 292.205, 18 CFR § 292.205

Current through May 1, 2008; 73 FR 23981 .
Copr. © 2008 Thomson Reuters/ West
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